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of an evaluation dated August 10,2002 



Star Lite Swap Meet 
Summary and Current Operations 

The Star Lite Swap Meet is located in the City of Lakewood, in the South 
Tacoma Way commercial district. The property is a Swap Meet on 13.6 
acres, well situated with easy freeway access and good traffic exposure. 

The Star Lite was built in 1947 as a drive-in theatre and operated as such 
until fall of 1995. In 1975, the Swap Meet operation began as an outdoor 
weekend flea market. In 1987, 32,080 square foot metal building was 
constructed to allow merchants to operate various businesses indoor six days 
a week. 

The building is open Tuesday -Friday 10:OO AM to 6:00 P.M., Saturday and 
Sunday 9:00 AM to 6:00 PM, closed on Mondays and major holidays. 

The outdoor Swap Meet is open at 7:30 AM Saturday and Sunday and closes 
at dusk. During the week, a small-scale outdoor swap meet is open in .front 
portion of the property. The weekend Swap Meet is operated in the gated 
area of the property with a total of 286 paved rental spaces measuring from 
8'xio' to 207x207. 

Currently a husband and wife team is managing the operation with three 
additional full-time and four part-time employees. During the busy summer 
months, additional 2 or 3 employees are added. 

There are approximately 290 paved parking spaces and 30 non-paved spaces 
for the shoppers. The parking lot is gated after hours. 



Area Description 

The subject is located in Pierce County, which is found in the Puget Sound region of western 
Washington. The region's economy is more diverse than a decade ago and now generally 
mirrors the national economy. There are major contributions from the industrial, technology, 
international trade and government (military) sectors found in Pierce County. The region has 
experienced above-average job and population growth over the past decade, and initial economic 
forecasts for 2001 anticipated sustained economic growth that would place it in the top 10% of 
the fastest growing areas in the US. However, spikes in energy costs, the collapse of many 
dot.com companies, recessions in most Pacific Rim countries (particularly Japan), and the 
impact of the 9-11 terrorist attacks on the travel and aerospace industries have resulted in a 
regional recession that is worse than the nation as a whole. 

The state unemployment rate has risen to its highest levels since 1992, and further cutbacks have 
been announced by Boeing, reaching as many as 20,000 jobs lost by mid-2002. 1" quarter 2002 
Washington State unemployment was 7%. Current forecasts predict a regional decline in 
employment of 2% in 2002, despite a gradual recovery in the state's GDP. Employment is now 
not expected to recover to the peak level reached in the first quarter of 2001 until the first 
quarter of 2004. 

Helped by increased federal spending, low interest rates, and falling energy prices, the consensus 
forecast for the national economy is recovery from recession in early 2002, with growth up to 
4% by the end of the year. Regionally, recovery may be delayed by as much as three quarters 
due to the Boeing layoffs and extensive losses in the technology sector. Positive growth is 
anticipated in the fourth quarter of 2002. 

Tacoma had been stigmatized in the 1970s because of pollution generated from Arasco and in 
the Tideflats. Air quality coupled with a retail exodus from the CBD to the suburban malls kept 
growth limited to various suburban neighborhoods. Rents remained fairly stable in some 
sectors, with few surprises. With the development of UW Tacoma and the Washington State 
History Museum in the early 1990s, Tacoma CBD began a turnaround. Tacoma is now in a 
classic revitalization phase attracting national retailers to Tacoma-Pierce County. Infusing 
future progress is City of Tacoma's Click high-speed network and new construction projects 
underway in Tacoma. Dotting the landscape will include a convention center on Commerce, 
Hollander's proposed limited service hotel on Pacific Avenue, Museum of Glass ($41 million), 
Tacoma Art Museum ($25.4 million), UW Tacoma Technology Center ($16.3 million), Pioneer 
Museum of Motorcycles & Conference Center ($10 million) and various large scale 
retaillresidential projects such as Thea's Landing. Threatening to siphon demand for Tacoma's 
CBD revitalization is Cosmos' plan to construct a million square feet of office and hotel ($120 
million) in the Tacoma Dome area. Cosmos plan is on hold as Tacoma's City Council weighs to 
replace it with LeMay's proposed 500,000 square foot museum to display his 3,000+ automobile 
collection. Local economists predict the long term prospects for Tacoma-Pierce County are 
favorable, however this may be tempered with occasional setbacks over the short term. 

Population is approaching 713,400 in 2001 with average annual wage per job at $30,100, as of 
2000. The early 1970s was negatively impacted by a severe recession stemming from an 
economy dependent on Boeing which suffered loss of over half of its workforce. 
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1970-1 979 1980-1 989 1990-1 999 

Annual Population Growth 1.8% 2.1% 2.0% 

Annual Income Growth 10.1% 3.9% 4.8% 

Income growth is expected to remain strong as Tacoma-Pierce County aggressively attracts a 
higher educated population base, coupled with UW Tacoma's presence, and sheds its historical 
blue-collar workforce image. Most of the new population growth is following a southwest 
pattern into Puyallup/Spanaway/Fredrickson neighborhoods along State Route 5 12, as this area 
has land available at affordable prices for new home construction. 

Commercial & Industrial Real Estate Sectors 

Office Market 

Tacoma, Seattle, Bellevue and Renton metropolitan CBD office markets are currently 
experiencing rising vacancy and declining lease rates. According to the Insignia-Kidder 
Mathews Office Vacancy Report, office vacancy rate for the Pierce County dipped to 14.66% at 
the end of 2001. According to CB Richard Ellis, the highest vacancy rate reported was in Kent 
at 28%. In downtown Bellevue approximately 45% of the available inventory is sub-leased 
space. Brokers indicate Bellevue's overall office vacancy could exceed 30%, as a result of new 
buildings under construction. In Pierce County, suburban office space continues to fare better 
than in Tacoma's CBD. 

4th Quarter 2001 Pierce South East Seattle 
County King King CBA 

Overall Vacancy 14.6% 10.9% 16.2% 12.4% 

Class A Rents - Full Service $1 9-$22 $1 9-$22 $1 9-$24 $28-$34 

S u ~ e y  of Class A Off~ce Bu~ld~ngs Full Senr~ce lease requlres owner to bear operating costs 

Industrial Market 

The industrial sector also has softened, as first dot-com users vacated or scaled back their 
warehouse requirements as well as their office space, and then the Boeing layoffs added to their 
impact. The latter event has a wide-reaching ripple effect in the region, as the many suppliers 
that support the aerospace industry cut back. The marketplace continues to absorb the backlog 
of new construction, but at a drastically slower pace. According to the CB Richard Ellis lst 
Quarter 2002 Industrial Vacancy Report, industrial vacancy rate for the south end was 10.57%. 
'The vacancy rate is the highest the market has experienced in years, and reflects the national 
and local economic downturn, as well as a reaction to 3 years of unprecedented construction and 
absorption', said Ed Hogan, an industrial broker for CB Richard Ellis. Also significant is the 
recent announcement by the Boeing Company that it is going to cut nearly 30% of its occupied 
space in Renton by early 2003, this supply is not included in current vacancy estimates. Boeing 
is divesting nearly 2,000,000 SF in Auburn and Kent. Currently, 75 of 2,000 (3.75%) office and 
industrial buildings are completely vacant in the Puget Sound area. In TacomdFife, average 
asking lease rates dipped to $0.31 reported by CB Richard Ellis. Landlords are offering 
aggressive and creative terms to attract tenants. Stagnating Tacoma's recovery is the vast 



amount of industrial space available in the Kent Valley (8% vacancy with 326 to 35# asking 
rents) and Eastside (9.9% vacancy with 456 to 606 asking rents). Clearly, market conditions 
favor the buyer or renter, whom have many options available. Brokers did report favorable 
absorption for first quarter 2002 in Tacoma, however, this appears to be skewed by Milgard 
leasing 90,000 SF in a one time expansion deal. Unemployment remains high (7%) and the 
stock market has not recovered which limits cash available for expansion in the institutional 
sector. A silver lining may lie in the Western Washington Purchasing Management Index which 
was above 55 in March, (an index above 50 indicates a growing economy). However, most 
brokerage firms are forecasting declining rent rates due to the abundance of space available in 
the entire Puget Sound region. 

i Tacoma-Fife Overall Under Absorption Asking Rents Asking Rents : 
j Existing SF Vacancy Construction Q1 2002 CBA May 2002 

389,443 SF ' 33,131,296 SF 9.7%-1 1 .I% -232,418 in 2001 32$ - 3 8 ~  shell 29& - 32& shell i 
+18,999 Q1 2002 97G - $1.02 office 97& - $1.02 office 

SOURCE: CPSRE, CB Rchard Ellis, Insignia Kidder Mathews, Colliers, Grubb & Ellis for Tacoma-Fife mdustrial market. 

As of 4th quarter 2001, Dave Sheean of Kidder, Mathews & Segner estimates between existing 
space and proposed construction, there is a 2.5 year supply of industrial space available in Pierce 
County, with most of the inventory consisting of large distribution-type institutional warehouses 
developed during the boom of the past few years. 

The vacancy rate for smaller spaces is reportedly lower due to much less new inventory being 
built and higher level of demand. Gary Foreman, Pierce County Chief Assessor, remarked that 
all of the industrial land in the Kent Valley has been purchased for development, which is 
pushing demand south into Pierce County. Growth typically follows along the 1-5 or SR 167 
corridor. Because of traffic congestion in Seattle and a greater presence of wetlands north of 
Seattle, Pierce County is becoming an attractive alternative. 

Retail Market 

The retail sector has been the shining star, with lowest vacancies and rising lease rates fueled by 
sales growth of 6.2% in 2000. However, retail shop owners report sales volumes were down 5% 
to 10% from the previous year prior to September 1 lth, 2001. Taxable retail sales in King 
County fell 6% in the 2nd quarter, the largest quarterly decline in 25 years. Preliminary sales 
numbers from the holiday shopping period show an increase of approximately 1% over 2000 for 
the states retailers, due mostly to early promotional Christmas discounting. On-line sales 
performed particularly well in the 4th quarter, as the reduction in the number of e-retailers 
allowed for some pricing integrity. Overall, retail sales in the Puget Sound region are predicted 
to increase by only 1% during 2001 and 1.7% in 2002. In Pierce County, retail strength 
continues to benefit from national retailers coming into the marketplace. Some overbuilt areas 
in Redmond are offering first year rent concession at $8 to $9 per square foot. 

4th Quarter 2001 Pierce South East Seattle 
County King King CB A 

! Average Household Income $60,347 $82,435 $1 19,624 $72,715 

i New Construction Base Rents *$I 6-$24 NNN *$I 6-$24 NNN *$21-$30 NNN $50-$100 NNN 

*Buildings constructed between 1995 to 2002 surveyed. Triple net rents (NNN) require tenant to pay base rent plus operating costs. 



Apartment Market 

There are wide swings in vacancies, unit prices and capitalization rates depending on the 
submarket in each county and product size. Historically Pierce County's economy trailed King 
County and was less diversified. As Seattle became built up supply of land for new 
development was constricted and home prices hit an average of $350,000. This has pushed new 
developments, particularly industrial, into South King County which created jobs within 
commuting distance of Pierce County. King County's growth is impeded because of traffic 
congestion, and crossing waterways limits new freeway construction as costly. Although the 
economy has slowed, which is limiting new construction plans in Pierce County, apartment rents 
are still projected to increase by 3% to 4%. Low interest rates continue to attract investors to 
buy apartments, although capitalization rates have nudged upwards to reflect risk of higher 
vacancies. 

4th Quarter 2001 Pierce King 
County County 

*Unit Prices 2001 $25,925-$58,333 $38,461 -$I 61,666 i 

Vacancy Rate 2001 4.6% 5.4% 

Vacancy Rate 2002 projected 5.7% 7.7% 

*Apartment burldmgs wrth 20 to 300 units surveyed 

Conclusion 

Despite the recession, many sectors within the local real estate market continue to be attractive 
to investors and owner/occupant buyers. Smaller properties are still sought out by owners. 
Many investors have cash available, but no product is on the market - particularly neighborhood 
strip retail. Transaction levels are being fueled by low interest rates and from investors 
retreating from the stock market. As vacancy rates rise and rent rates level off, "bargains" may 
become available for those buyers with available capital, particularly in sectors such as industrial 
and office. New construction in such a market is frequently limited to relatively small build-to- 
suit projects, rather than large speculative properties that may have prolonged absorption 
periods. Initial reports indicate that the national economy grew at a 5.6% annual rate in the first 
quarter of 2002 and manufacturing output has been increasing. However, local economists 
predict that the Puget Sound economy will recover at a slower rate because of Boeing and 
numerous failed dot com companies. 



Neighborhood 

Specifically, the subject property is located in the City of Lakewood, in the South Tacoma Way 
commercial district. Elements attracting tenants to the subject's neighborhood is influenced by 
the presence of newlused auto dealerships and heavily concentrated strip retail uses occupied by 
predominately Korean retailers, known as the International District. 

Lakewood Towne Center (formerly Lakewood Mall) and the military bases, as well as affluent 
homes along the lakeshores, attract development to Lakewood. Occupancy rates are average in 
the retail and office sector. There is some weakness in larger industrial units. Retail units vary 
from $8 SF to $18 SF triple net (NNN) rents depending on agelcondition, location and unit size. 
The subject is located in an established neighborhood that is characterized as stable. 

The subject property is a Swap Meet on k13.6 acres, well situated with easy freeway access and 
good traffic exposure. It has a broad appeal to local investors and this market segment has been 
less effected by the pendulum price swings found in the overall regional marketplace. 



Description of Site 

Land size was estimated by reviewing county records, and is subject to an engineering survey. 

Size +585,446 SF in parcel 03203 12-2046 
k8.750 SF in parcel 03203 12-0249 

+594,196 SF total land area (13.6 acres) 

Shape Rectangular-shaped parcel with pipe stem entrance. Approximately one 
acre is located at the intersection with 190' fronting S. Tacoma Way. 

Zoning The majority of the parcel is zoned C2, a moderately intensive commercial 
zoning class allowing for most retailloffice uses. The smaller 8,750 SF 
parcel is zoned Air Corridor 2, which is a very restrictive class that limits 
use to 25 people per acre. Because the smaller parcel is located in the 
southeast corner, it is suited for parking, signage or ingresslegress. Since it 
would be used for some parking spaces, its restrictive zoning class is 
anticipated to have minimal impact on the overall market appeal of the 
subject site. 

Access South Tacoma Way, a primary arterial 
South 84fi Street, a primary arterial leading to 1-5. 

Frontage +190 fronts South Tacoma Way 
+1,065 frontage along South 84" Street, of which the small parcel 
comprises +I15 feet of frontage along S. 84". 

Topography Level to rolling topography 

Visibility Traffic exposure and visibility are rated above average. 

Easements Assumed to be free of easements which would preclude site development. 

Utilities Typically utilities are available to site, including gas and sewer. 

Soils Assumed to be adequate to support development and an assumption of this 
appraisal is that there are no environmental concerns impacting the utility of 
the site. 

Flood Zone Not in a designated flood zone. 

Comments The site is asphalt paved and fenced. Site size, shape and location have 
good market appeal for commercial development. Location identity is 
good, with signalized traffic intersection controlling access. Freeway 
access is above average. 





Description of Improvements 

Building size was estimated by reviewing county records and from lease summary. 

Specifications 

Net Rentable Area (NRA) 

Office 

Land Size 

Land to Building Ratio 

Year Built: 1987 per county records. Effective age +15 years 
Economic Life is 45 years and remaining life is +30 years. 

Building Characteristics Single-story, metal warehouse building occupied as an 
indoor/outdoor swap meet. There is a large movie screen and 
several carport structures associated with the former drive-in 
movie theater use. 

Design Average quality, steel frame, metal skin building with bare 
concrete floor. Office space is +1,680 SF. There is an additional 
9,920 SF mezzanine storage area accessed by a fork lift. 

Quality Average quality improvements in average condition. 

Americans with This facility was constructed prior to the ADA's enactment in 
Disabilities Act (ADA): 1992. We have not reviewed an ADA survey to determine if the 

building is fully compliant with ADA's requirements. 

Comments Design exhibits below average functional utility as a warehouse 
(lacks dock-hi doors) or a retail facility (inferior quality). 
Parking is well above average. There is some airport noise with 
the site being located in McChord flight path, however, it does 
not negatively impact retail rent rates in the surrounding 
neighborhood. 



Properties Abutting Subject 

North Hamilton Antiques, Mobile Home Park 
South Taco Bell, Auto Doctors, Vacant Land 
West SB Furniture, Auto Body, Auto Parts 
East Apartments 

Highest & Best Use 

The highest and best use is to redevelop the site as a neighborhood shopping center or auto 
saleslservice facility. Current operations generate f 18,000 NO1 (based on 12 weeks of data) or 
f $215,000 is estimated -annually. The subject property has had professional management in 
place only since March. There were no capitalization rates found for other Swap Meet 
properties. Because the subject is a special purpose use, an estimated 15% cap rate is selected. 
Well positioned retail properties are achieving 8%-9%. Properties such as mini-storage sell 
with 10% to 12% cap rates to compensate for the higher level of management required. 
Operating as a swap meet, the subject has an even high turnover requiring intensive 
management and 15% is selected. Data was not found for either rentals or sales of a swap meet 
facility or of a second generation outdoor movie theater. The cap rate as a Swap Meet can only 
be estimated and applied, as a check for reasonableness testing to determine if current operation 
as a Swap Meet is more profitable than redeveloping the site. 

This supports the highest and best use conclusion as vacant is to redevelop the site. As 
improved the current use is an interim use, likely to offset demolition expense. However, the 
most feasible use is to redevelop the property. Potential site users are auto dealerships, RV or 
boat dealerships to a lesser extent, Wal-Mart or another discount big box retailer, or retail 
catering to the local Korean demographics similar to the successful Great Wall project in South 
King County or the mix-use retaillresidential project in Seattle's Chinatown. 



Sales Approach 

The sales selected vary in comparison to the subject. The subject is a 13.6 acre parcel improved 
with asphalt paving, fencing and a 32,080 SF industrial building. It is located on a signalized 
intersection of two primary arterials with good traffic exposure, above average visibility and easy 
freeway access. Highest and Best use of the subject is to redevelop the subject site into 
neighborhood shopping center with an anchor tenant. Another retail use, because of its location 
near South Tacoma Way's 'auto row', is as a newlused auto, RV or boat dealerships. These users 
may retain and convert the existing industrial structure. The subject's demographics would also 
attract big box discount retailers, such as Wal-Mart. 

Sale Sale Net Land Sale Price 
Sale Date Price Size Zoning Traffic per Land SF 

1. Wal-Mart L.2274 
Hwy 4 10, & 1 End , Bonney Lk 1/25/02 $2,891,000 779,724 SF C2 k35,000 $3.71 

1 7.90 acres 
2. 5th Ave SE @ 37th Ave SE 

Puyallup L.2275 8/12/02 $2,750,000 412,948 SF MUD +7,131 $6.66 
9.48 acres 

3. Home Depot L.2276 
16 Borgen Blvd 10/19/01 $4,405,811 703,930 SF CS 6,000+ $6.26 
Gig Harbor 16.16 acres 
4. Valentine Auto Sales L.2277 
8121 S Tacoma Way, 1/12/01 $625,000 140,262 SF MUD i25,000 $4.46 
Lakewood 3.22 acres 
5. Burnham Dr W, S of Hwy 16 
Gig Harbor L.2278 1/08/01 $3,786,403 632,251 SF CS 6,000+ $5.99 

14.52 acres 
6. Safeway Site L.2279 
1 1 523 Canyon Rd 9/28/02 $1,410,000 469,577 SF MUD +34,275 $3.00 
Puyallup 10.78 acres 
7. Holiday RV I. 1746 i32,800 bldg 
74 10 South Tacoma Way 2/1/00 $2,350,000 179,903 SF Coml +35,000 $8.00 
Lakewood 4.13 acres Land Value 
8. Target L.2280 
11400 5 1" Ave 7/19/00 $3,088,770 799,881 SF PCD 6,000+ $3.86 
Gig Harbor 18.36 acres 
9. Albertsons L.228 1 
Borgen Blvd, W of Burnham Dr 7/19/00 $1,453,539 478,468 SF PCD 6,000+ $3.04 
Gig Harbor 10.99 acres 







Metroscan Full Legal APN:032031204 6 

COM NE COR LOT 1 TH S 00 DEG 40 MIN 14 SEC E 582.12 FT FOR POB TH S 
89 DEG 15 MIN 40 SEC W 838.62 FT TO A PT 288 FT E OF W LI SD LOT TH S 
PAR/W SD W LI SD LOT TO A PT 230 FT N OF S LI SD LOT TH W TO W LI SD 
LOT TH S TO SW COR SD LOT TH N 89 DEG 39 MIN E 1134.47 FT ALG S LI SD 
LOT TO SE COR LOT 1 TH N 00 DEG 40 MIN 14 SEC W 714.56 FT ALG E LI SD 
LOT TO POB EXC W 48 FT OF S 230 FT EXC S & E 30 FT EXC N 30 FT LESS S 
84TH ST EXC S 75 FT OF E 125 FT THEREOF ALSO EXC POR DEEDED TO P CO 
UNDER ETN #526382 EASE OF RECORD #2221628 LESS THAT POR CYD FOR ADD 
R/W PER ETN 4675760 EXC ADDIL R/W CYD TO P CO PER ETN W866975 
(DCNFEMS9-29-80 & DC6643SG9-21-87) DC02/28/96CL 
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COM NE COR LOT 1 TH S 00 DEG 40 MIN 14 SEC E 582.12 FT FOR POB TH S 
89 DEG 15 MIN 40 SEC W 838.62 FT TO A PT 288 FT E OF W LI SD LOT TH S 
PAR/W SD W LI SD LOT TO A PT 230 FT N OF S LI SD LOT TH W TO W LI SD 
LOT TH S TO SW COR SD LOT TH N 89 DEG 39 MIN E 1134.47 FT ALG S LI SD 
LOT TO SE COR LOT 1 TH N 00 DEG 40 MIN 14 SEC W 714.56 FT ALG E LI SD 
LOT TO POB EXC W 48 FT OF S 230 FT EXC S & E 30 FT EXC N 30 FT LESS S 
84TH ST EXC S 75 FT OF E 125 FT THEREOF ALSO EXC POR DEEDED TO P CO 
UNDER ETN #526382 EASE OF RECORD #2221628 LESS THAT POR CYD FOR ADD 
R/W PER ETN 4675760 EXC ADD'L R/W CYD TO P CO PER ETN W866975 
(DCNFEMS9-29-80 & DC6643SG9-21-87) DC02/28/96CL 



MetroSean Full Legal APN:032031204 9 

BEG INTER W LI OF LAWRENCE ST WITH EXT OF N LI OF S 84TH ST TH ON W 
LI OF LAWRENCE ST N 00 DEG 40 MIN 14 SEC E 75 FT TH W PAR WITH N LI 
OF S 84TH ST 125 FT TH S PAR WITH W LI OF LAWRENCE ST 75 FT TO N LI 
OF S 84TH ST TH E ALG N LI OF S 84TH ST 125 FT TO BEG LESS THAT POR 
TAKEN FOR R/W PER ETN 866974 (DC6642SG9-21-87)(DC7435VB12-9-87) 
DC05/23/96CL 


